
January 9,2008 

Ms. Elizabeth O’Donnell 
Executive Director 
KY Public Service Commission 
21 1 Sower Blvd. 
PO Box 615 
Frankfort, Kentucky 40602-0615 

Re: Adair County Water District 
Shepherd Water Storage Tank & Water Transmission Main 
Case No. 2007-00473 
Item No. 3, Page 4 of PSC Order dated December 12,2007 

Dear Ms. O’Donnell: 

Please find enclosed an executed copy of the Loan Assistance Agreement between the Adair 
County Water District and the Kentucky Infrastructure Authority (KIA) for a principle loan 
amount of $1,000,000 for the above-referenced project and case number. The loan is repayable 
in 20-years at an interest rate of 1 .O%. 

Should you have any questions or need additional information, please advise. 

Project Engineer 

Idsb 

Enclosure 

556 Carlton Dr. - Lawrencebua. Ky. 40342 - 502-839-1310 * Fax 502-839-1573 
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ASSISTANCE AGREEMENT 

This Assistance Agreement made and entered into as of the date set forth on the cover 
page hereof (the "Assistance Agreement") by and between the KENTUCKY 
INFRASTRUCTURE AUTHORITY, a body corporate and politic, constituting a public 
corporation and governmental agericy and instrumentality of the Commonwealth of Kentucky 
(the "Authority") and the Governmental Agency identified on the cover of this Assistance 
Agreement (tlie tlGovernmental Agency"): 

W I T N E S S E T H  

WHEREAS, the General Assembly of the Commonwealth of Kentucky, being the duly 
and legally constituted legislature of Kentucky at its 1988 Regular Session, enacted House Bill 
217 amending Chapter 2241-3. of the Kentucky Revised Statutes (tlie "Act"), creating the 
"Kentucky Infrastructure Authority" to serve the public purposes identified in the Act; and 

WHEREAS, the Authority has established its Program as hereinafter defined, for the 
purpose of providing financial assistance to Governmental Agencies, as defined in the Act, in 
connection with the acquisition and construction of Projects, as defined in the Act, in order to 
preserve, protect, upgrade, conserve, develop, utilize and manage the resources of the 
Commonwealth of Kentucky (the "Commonwealth") for the protection and preservation of the 
health, safety, convenience, and welfare of the Commonwealth and its citizens, and in that 
respect to assist and cooperate with Governmental Agencies in achieving such purposes; and 

WHEREAS, the Program is funded in part, pursuant to the Capitalization Grant 
Operating Agreement between the Authority arid the U S .  Environmental Protection Agency 
dated as of November 1, 1998 (the "Federal Agreement") under which the Authority is 
responsible for providing certain "match funding" described in the Federal Agreement; and 

WHEREAS, the Authority has issued, and will issue from time to time, its revenue bonds 
pursuant to a General Trust Indenture dated as of Febniary 1, 2000 (the "Indenture") between the 
Authority and National City Bank of Kentucky (the "Trustee") in order to provide the "match 
funding" for the Program; and 

WHEREAS, the Governmental Agency has determined that it is necessary and desirable 
to finance the acquisition and construction of the Project, as hereinafter defined, and the 
Authority has determined that the Project is a Project within the meaning of the Act and the 
Indenture, thereby qualifjmg for financial assistance from the Authority; and 

WHEREAS, the Govemental  Agency desires to enter into this Assistance Agreement 
with the Authority for the purpose of securing from the Authority the repayable Loan hereinafter 
identified; and 

WHEREAS, the Authority is willing to cooperate with the Govemental  Agency in 
making available the Loan pursuant to the Act and the Indenture to be applied to the Project 
upon the conditions hereinafter enumerated and the covenants by the Governmental Agency 
herein contained to repay the Loan and the interest thereon from the sources herein provided, all 
as hereinafter more specifically provided; and 



WHEREAS, the Authority and the Governmental Agency have determined to enter into 
this Assistance Agreement pursuant to the terms of the Act and the Indenture and to set forth 
their respective duties, rights, covenants, and obligations with respect to the acquisition, 
construction and financing of the Project and the repayment of the Loan and the interest thereon; 

NOW, THEREFORE, FOR AND IN CONSIDERATION OF THE MUTUAL 
COVENANTS HEREIN SET FORTH, THE L,OAN HEREBY EFFECTED AND OTHER 
GOOD AND VALIJABLE CONSIDERATION, THE RECEIPT OF WHICH IS HEREBY 
ACKNOWL,EDGED BY EACH PARTY, THE PARTIES HERETO MUTUAL,LY 
COVENANT AND AGREE, EACH WITH THE OTHER AS FOLLOWS: 
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ARTICLE I 

DEFINITIONS 

All of the terms utilized in this Assistance Agreement will have the same definitions and 
meaning as ascribed to them in the Act and the Indenture, which Act and Indenture are hereby 
incorporated in this Assistance Agreement by reference, the same as if set forth hereby verbatim; 
provided, however, that those definitions utilized in the Act and the Indenture having general 
application are hereby modified in certain instances to apply specifically to the Governmental 
Agency and its Project. 

"Act1' shall mean Chapter 221A of the Kentucky Revised Statutes, as amended. 

"Administrative Fee" means the charge of the Authority for the servicing of the L,oan, 
which is the anriual percentage charged against the unpaid principal balance of the L,oan as 
identified in the Project Specifics. 

"Architects" means the firm of consulting architects employed by the Governmental 
Agency in connection with the Project identified in the Project Specifics. 

"Assistance Agreement" shall mean this agreement made and entered into by and between 
a Governmental Agency and the Authority, as authorized by the Act, providing for a Loan to the 
Governmental Agency by the Authority, and for the repayment thereof to the Authority by the 
Governmental Agency. 

"Authority" shall mean the Kentucky Infrastructure Authority created by the Act, a body 
corporate and politic, constituting a public corporation and a governmental agency and 
instrumentality of the Commonwealth of Kentucky, or such other designation as may be effected 
by future amendments to the Act. 

"Bond" or "Bonds" or "Revenue Bonds" shall mean any Kentucky Infrastructure 
Authority Bond or Bonds, or the issue of such Bonds, as the case may be, authenticated and 
delivered under the Indenture. 

"Btisiness Day" shall mean any day other than a Saturday, Sunday or other legal holiday 
on which the general offices of the Commonwealth are closed. 

"Cabinet" means the Natural Resources and Environmental Protection Cabinet of the 
Commonwealth. 

"Code" shall mean the Internal Revenue Code of 1986, as amended, and shall include the 
Regulations of the United States Department of the Treasury promulgated thereunder. 

'lCommonwecIZth" shall mean the Commonwealth of Kentucky. 

llConstrtiction" shall mean construction as defined in the Act. 

"Debt Obligations" shall mean those outstanding obligations of the Governmental 
Agency identified in the Project Specifics outstanding as of the date of this Assistance 



Agreement or issued in the fiture in accordance with the terms hereof, payable from the income 
and revenues of the System. 

"Drinking Water Supply Project" shall mean the planning, design and construction of 
drinking water treatment and distribution systems, including expenditures to address Federal Act 
health goals, or to address situations where compliance standards have been exceeded or to 
prevent fiiture violations of rules, and may further include drinking water treatment plants, 
including basins for rapid mix, flocculation, coagulation, filtration, pre-treatment disinfection, 
and disinfection prior to entry to the distribution system; distribution systems; storage tanks; 
intake lines and short-term water storage; clearwells; drilled wells and wellhead areas; and any 
other structure or facility considered necessary by the Natural Resources Cabinet of the 
Cornonwealth of Kentucky to the efficient and sanitary operation of a public water system and 
complies with the requirements of the Federal Act. 

"Engineers" means the firm of consulting engineers employed by the Governmental 
Agency in connection with the Project identified in the Project Specifics. 

"Federal Act" shall mean the Federal Safe Drinking Water Act, as amended, 42 U.S.C. 
Section 140 I ,  et seq. 

"Governmental Agency" shall mean any incorporated city or municipal corporation, or 
other agency or unit of government within the Commonwealth, now having or hereafter granted 
the authority and power to finance, acquire, construct, and operate infkastructure projects, 
including specifically but not by way of limitation, incorporated cities, counties, including any 
counties containing a metropolitan sewer district, sanitation districts, water districts, sewer 
construction districts, metropolitan sewer districts, sanitation taxing districts, and any other 
agencies, commissions, districts, or authorities (either acting alone, or in combination with one 
another pursuant to any regional or area compact, or multi-municipal agreement), now or 
hereafter established pursuant to the laws of the Commonwealth having and possessing such 
described powers; and for the purposes of this Assistance Agreement shall mean the 
Governmental Agency identified in the Project Specifics. 

"Indenture" shall mean the General Trust Indenture dated as of February 1, 2000 between 
the Authority and the Trustee. 

"Tnteragency Agreement" means the Memorandum of Understanding dated as of July 1, 
1999 between the Authority and the Cabinet, as the same may be amended or supplemented from 
time to time. 

"Loan1' shall mean the loan effected under this Assistance Agreement from the Authority 
to the Governmental Agency in the principal amount set forth in the Project Specifics, for the 
purpose of defraying the costs incidental to the Construction of the Project. 

"Loan Rate" means the rate of interest identified in the Schedule of Payments. 

"Person" shall mean any individual, firm, partnership, association, corporation or 
Governmental Agency. 
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"Program" shall mean the program authorized by KRS 224A.1115 and the Indenture as 
the "federally assisted drinking water revolving fund" for financing Projects through Loans by 
the Authority to Governmental Agencies and shall not be deemed to mean or include any other 
programs of the Authority. 

"Pruject'l shall mean, when used generally, a Drinking Water Supply Project, and when 
used in specific reference to the Governmental Agency, the Project described in the Project 
Specifics" 

"Project Specifics" means those specific details of the Project identified in Exhibit A 
hereto, all of which are incorporated by reference in this Assistance Agreement. 

"Requisition,for Funds" means the form attached hereto as Exhibit B to be utilized by the 
Governmental Agency in obtaining disbursernerits of the Loan from the Authority as the 
Construction of the Pro.ject progresses. 

"Resolution" means the resolution of the Governmental Agency attached hereto as 
Exhibit D authorizing the execution of this Assistance Agreement. 

"Schedule of Payments" means the principal and interest requirements of the Loan as set 
forth in Exhibit F hereto, to be established and agreed to upon or prior to the completion of the 
Project. 

"Schedule of Sewice Charges" shall mean those general charges to be imposed by the 
Governmental Agency for services provided by the System, as set forth in Exhibit C hereto, and 
such other revenues identified in Exhibit C hereto from which the L,oan is to be repaid, which 
Schedule of Service Charges shall be in full force and effect to the satisfaction of the Authority 

"Service Charges" shall mean any monthly, quarterly, semi-annual, or annual charges, 
surcharges or improvement benefit assessments to be imposed by a Governmental Agency, or by 
the Authority, in respect of the System, which Service Charges arise by reason of the existence 
of, and requirement of, any Assistance Agreement and for the purposes of this Assistance 
Agreernent said Service Charges shall be no less than those set forth in the Schedule of Service 
Charges. 

"System" shall mean the water system owned and operated by the Governmental Agency 
of which the Project shall become a part and fiom the earnings of which (represented by the 
Service Charges) the Governmental Agency shall repay the Authority the L,oan hereunder. 



ARTICLE 11 

REPRESENTATIONS AND WARRANTIES 

Section 2.1. Representations and Warranties of Authority. The Authority represents and 
warrants for the benefit of the Governmental Agency as follows: 

(A) The Authority is a body corporate and politic constituting a governmental agency 
and instrumentality of the Commonwealth, has all necessary power and Authority to enter into, 
and perform its obligations under, this Assistance Agreement, and has duly authorized the 
execution and delivery of this Assistance Agreement. 

(B) Neither the execution and delivery hereof, nor the fulfillment of or compliance 
with the terms and conditions hereof, nor the consummation of the transactions contemplated 
hereby, conflicts with or results in a breach of the terms, conditions and provisions of any 
restriction or any agreement or instrument to which the Authority is now a party or by which the 
Authority is bound, or constitutes a default under any of the foregoing. 

(C) To the knowledge of the Authority, there is no litigation or proceeding pending or 
threatened against the Authority or any other person affecting the right of the Authority to 
execute or deliver this Assistance Agreement or to comply with its obligations under this 
Assistance Agreement. Neither the execution and delivery of this Assistance Agreement by the 
Authority, nor compliance by the Authority with its obligations under this Assistance 
Agreement, require the approval of any regulatory body, or any other entity, which approval has 
not been obtained. 

(D) The authorization, execution and delivery of this Assistance Agreement and all 
actions of the Authority with respect thereto, are in compliance with the Act and the Federal Act 
and any regulations issued thereunder. 

Section 2.2. Representations and Warranties of the Governmental Agency. The 
Governmental Agency hereby represents and wanants for the benefit of the Authority as follows: 

(A) The Governmental Agency is a duly organized and validly existing Governmental 
Agency, as described in the Act, with full power to own its properties, conduct its affairs, enter 
into this Assistance Agreement and consummate the transactions contemplated hereby. 

(B) The negotiation, execution and delivery of this Assistance Agreement and the 
consummation of the transactions contemplated hereby have been duly authorized by all 
requisite action of the governing body of the Governmental Agency. 

(C) This Assistance Agreement has been duly executed and delivered by the 
Governmental Agency and is a valid and binding obligation of the Governmental Agency 
enforceable in accordance with its terns, except to the extent that the enforceability hereof may 
be limited by equitable principles and by bankruptcy, reorganization, moratorium, insolvency or 
similar laws heretofore or hereafter enacted relating to or affecting the enforcement of creditors' 
rights or remedies generally. 

6 



(D) To the knowledge of the Governmental Agency, there is no controversy or 
litigation of any nature pending or threatened, in any court or before any board, tribunal or 
administrative body, to challenge in any manner the authority of the Governmental Agency or its 
governing body to make payments under this Assistance Agreement or to proceed with the 
Project, or to challenge in any manner the authority of the Governmental Agency or its 
governing body to take any of the actions which have been taken in the authorization or delivery 
of this Assistance Agreement or the Construction of the Project, or in any way contesting or 
affecting the validity of this Assistance Agreement, or in any way questioning any proceedings 
taken with respect to the authorization or delivery by the Governmental Agency of this 
Assistance Agreement, or the application of the proceeds thereof or the pledge or application of 
any monies or security provided therefor, or in any way questioning the due existence or powers 
of the Governmental Agency, or otherwise wherein an unfavorable decision would have an 
adverse impact on the transactions authorized in connection with this Assistance Agreement. 

(E) The authorization and delivery of this Assistance Agreement and the 
consummation of the transactions contemplated hereby will not constitute an event of default or 
violation or breach, nor an event which, with the giving of notice or the passage of time or both, 
would constitute an event of default or violation or breach, under any contract, agreement, 
instrument, indenture, lease, judicial or administrative order, decree, rule or regulation or other 
document or law affecting the Governmental Agency or its governing body. 

(F) Attached hereto as Exhibit D is a true, accurate and complete copy of the 
resolution or ordinance of the governing body of the Governrnental Agency approving and 
authorizing the execution and delivery of this Assistance Agreement. Such resolution or 
ordinance was duly enacted or adopted at a meeting of the governing body of the Governmental 
Agency at which a quanim was present and acting throughout; such resolution or ordinance is in 
f i l l  force and effect and has not been superseded, altered, amended or repealed as of the date 
hereof; and such meeting was duly called and held in accordance with law. 

(G) All actions taken by the Governmental Agency in connection with this Assistance 
Agreement and the Loan described herein and the Project have been in full compliance with the 
provisions of the Kentucky Open Meeting Law, KRS 61 3 0 5  to 61.850. 

(H) The Governmental Agency has all licenses, permits and other govemental  
approvals (including but not limited to all required approvals of the Kentucky Public Service 
Commission) required to own, occupy, operate and maintain the Project, to charge and collect 
the Service Charges and to enter into this Assistance Agreement, is not in violation of and has 
not received any notice of an alleged violation of any zoning or land use laws applicable to the 
Project, and has fiill right, power and authority to perform the acts and things as provided for in 
this Assistance Agreement. 

(I) Legal counsel to the Governmental Agency has duly executed and delivered the 
opinion of legal counsel substantially in the form set forth in Exhibit E hereto. 

(J) The Governmental Agency is in full compliance with all federal and state labor 
and procurernent laws in connection with the planning, design, acquisition and construction of 
the Project. 
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(K.) Project is consistent with the water supply plan developed pursuant to 401 KAR 
4:220 for the county in which the Governmental Agency is located. 
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ARTICLE 111 

AUTHORITY'S AGREEMENT TO MAKE LOAN; TERMS 

Section 3.1. Determination of Eligibility. Pursuant to the terms of the Act and the 
Indenture, the Authority has determined that the Governmental Agency's Project is a Drinking 
Water Supply Project under the Act and the Governmental Agency is entitled to financial 
assistance from the Authority in connection with financing the Construction of the Project. 

Section 3.2. Principal Amount of Loan Established; Loan Payments; Disbursement of 
Funds. The principal amount of the Loan shall be the Loan Amount as identified in the Project 
Specifics, subject to such adjustments as may be set forth in the Schedule of Payments. Principal 
payments shall be made semiannually in the amounts and on the dates to be established by the 
Schedule of Payments, which Schedule of Payments shall provide for approximately level debt 
service payments over the Repayment Term set forth in the Project Specifics, commencing with 
the Amortization Commencement Date set forth in the Project Specifics. 

The Loan shall bear interest, payable semiannually, at the Loan Rate identified in the 
Project Specifics, and after the Amortization Commencement Date, in the amounts (based on 
such Loan Rate) and on the dates set forth in the Schedule of Payments; provided that, should an 
Event of Default occur, such payments of interest shall be made on the first day of each month 
during the continuation of such Event of Default. 

The Authority shall advance the proceeds of the Loan as Construction of the Project 
progresses upon the submission by the Governmental Agency of a Requisition for Funds in 
substantially the same form as Exhibit B hereto. Each disbursement under a Requisition for 
Funds representing a portion of the principal amount of the Loan shall bear interest at the L,oan 
Rate from the date of the disbursement; and shall be subject to the further requirements set forth 
in Article IV hereof. 

Payments of principal and interest on the Loan shall be made at the principal office of the 
Authority or the Trustee, as designated by the Authority. 

Section 3.3. Governmental Agency's Ri&t to Prepay Loan. The Governmental Agency 
shall have the right to prepay and retire the entire amount of the Loan at any time without penalty 
upon written notice to the Authority no less than five ( 5 )  Business Days in advance of said 
prepayment. 

Notwithstanding the foregoing, upon the determination by the Authority that it intends to 
issue revenue bonds secured by a pledge of the payments on the Loan, the Authority shall advise 
the Governmental Agency (i) of its intention to proceed with the authorization of such bonds (ii) 
of the limitation on prepayments after such bonds are issued and (iii) that the Governmental 
Agency has thirty (30) days from its receipt of said notice to exercise its option to prepay the 
L,oan. Upon the expiration of said thirty day period the Governmental Agency's right to prepay 
the Loan shall be limited to the terms described in such notice. 

Section 3.4. Subordination of Loan. The Authority hereby agrees that the security 
interest and source of payment for the Loan shall be inferior and subordinate to the security 
interest and source of payment for the Debt Obligations of the Governmental Agency payable 
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from the revenues of the System outstanding at the time this Assistance Agreement is executed 
as identified in the Project Specifics; provided, however, the Authority shall receive notice of 
any additional financings in accordance with Section 5.5(D) hereof. 
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ARTICLE IV 

CONDITIONS PRECEDENT TO DISBURSEMENT; 
REQIJISITION FOR FUNDS 

Section 4.1. Covenants of Govenmental Agency and Conditions of Loan. By the 
execution of this Assistance Agreement, the Governmental Agency agrees that prior to any 
requests for the disbursement of all or a portion of the Loan made hereunder, the Governmental 
Agency shall supply the Authority and the Cabinet appropriate documentation, satisfactory to the 
Authority indicating the following: 

(A) That the Authority and the Cabinet and any appropriate regulatory agency of the 
Commonwealth as may be designated by the Authority or the Cabinet, and their respective duly 
authorized agents, shall have the right at all reasonable times, subject to prior notice to the 
Governmental Agency, to examine and inspect the Project. 

(B) All real estate and interest in real estate and all personal property constituting the 
Project and the sites of the Project heretofore or hereafter acquired shall at all times be and 
remain the property of the Governmental Agency and constitute a part of the System. 

( C )  In the event the Governmental Agency is required to provide financing for the 
Project from sources other than the Authority (as described in the Project Specifics) the 
Authority shall have the right to receive such reasonable proofs as it may require of the ability of 
the Governmental Agency to finance the costs of the Construction of the Project over and above 
the Loan, prior to the disbursement by the Authority of any portion of the Loan. 

(D) The Governmental Agency shall do all thngs necessary to acquire all proposed 
and necessary sites, easements and rights of way necessary or required in respect of the Project 
and demonstrate its ability to construct the Project in accordance with the plans, design and 
specifications prepared for the Governmental Agency by the Engineers. 

(E) Actual construction and installation incident to the Project shall be performed by 
either the lump-sum (fixed price) or unit price contract method, and adequate legal methods of 
obtaining public, competitive bidding will be employed prior to the awarding of the construction 
contract for the Project in accordance with Kentucky law. 

(F) Unless construction of the Project has already been initiated as of the date of this 
Assistance Agreement, pursuant to due compliance with state law and applicable regulations, the 
Project will not be advertised or placed on the market for constniction bidding by the 
Governmental Agency until the final plans, designs and specifications therefor have been 
approved by such state and federal agencies and authorities as may be legally required, and until 
written notification of such approvals has been received by the Governmental Agency and 
furnished to the Cabinet. 

(G) Duly authorized representatives of the Cabinet and such other agencies of the 
Cormionwealth as may be charged with responsibility will have reasonable access to the 
construction work whenever it is in preparation or progress, and the Governmental Agency will 
assure that the contractor or contractors will provide facilities for such access and inspection. 
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(H) The construction contract or contracts shall require the contractor to comply with 
all provisions of federal and state Iaw legally applicable to such work, and any amendments or 
modifications thereto, together with all other applicable provisions of law, to cause appropriate 
provisions to be inserted in subcontracts to insure compliance therewith by all subcontractors 
subject thereto, and to be responsible for the submission of any statements required of 
subcontractors thereunder. 

(I) A work progress schedule utilizing a method of standard acceptance in the 
engineering community shall be prepared prior to the institution of construction in connection 
with each construction contract, or, if construction has already been initiated as of the date of this 
Assistance Agreement, at the earliest practicable date, to indicate the proposed schedule as to 
completion of the Project, and same shall be maintained monthly thereafter to indicate the actual 
construction progress of the Project. 

(J) Prior to the award of the construction contract and prior to the commencement of 
construction, the Goverrmental Agency will arrange and conduct a conference as to the Project 
said conference to include representatives of the Authority, the Governmental Agency, the 
Cabinet and any other participating federal or state agency, the Engineers, and all construction 
Contractors, such conference to be held in accordance with guidelines established by the 
Authority and the Cabinet. A written brief of said conference summarizing the construction 
schedule, fund requirements schedule, payment authorizations, responsible parties for approval 
of all facets of the construction work and payment therefor, and other pertinent matters shall be 
prepared and distributed to each agency involved, and all construction contractors and Engineers. 
Provided, however, that in the event construction shall have been initiated as of the date of this 
Assistance Agreement, this provision may be waived. 

(K) All constructiori contracts will be so prepared that federal participation costs, if 
any, and state participation costs may be readily segregated from local participation costs, if any, 
and from each other, and in such manner that all materials and equipment furnished to the 
Governmental Agency may be readily itemized. 

(L) Any change or changes in a construction contract will be promptly submitted to 
the Cabinet and any state or federal agencies. 

(M) The Construction, including the letting of contracts in connection therewith, will 
conform in all respects to applicable requirements of federal, state and local laws, ordinances, 
rules and regulations. 

(N) The Governmental Agency will proceed expeditiously with and complete the 
Project in accordance with the approved surveys, plans specifications and designs or 
amendments thereto, prepared by the Engineers for the Governmental Agency and approved by 
state and federal agencies. 

(0) If requested, the Governmental Agency will erect at the Project sites, signs 
satisfactory to the Authority and the United States Environmental Protection Agency noting the 
participation of the Authority arid the U.S. Government, respectively, in the financing of the 
Pro,j ect. 
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(P) Except as otherwise provided in this Assistance Agreement, the Governmental 
Agency shall have the sole and exclusive charge of all details of the Construction. 

(Q) The Covernrnerital Agency shall keep complete and accurate records of the costs 
of acquiring the Project sites and the costs of Construction. The Governmental Agency shall 
permit the Authority and the Cabinet, acting by and through their duly authorized 
representatives, and the duly authorized representatives of state and/or federal agencies to inspect 
all books, documents, papers and records relating to the Project at any and all reasonable times 
for the purpose of audit and examination, and the Governmental Agency shall submit to the 
Authority and the Cabinet such documents and information as such public bodies may 
reasonably require in connection with the administration of any federal or state assistance. 

(R) The Governmental Agency shall require that each construction contractor or 
contractors furnish a performance and a payment bond in an amount at least equal to one 
hundred percent (100%) of the contract price or the portion of the Project covered by the 
particular contract as security for the faithful performance of such contract. 

(S) The Governmental Agency shall require that each of its contractors and all 
subcontractors maintain during the life of the construction contract, worker’s compensation 
insurance, public liability insurance, property damage insurance and vehicle liability insurance in 
amounts and on terms satisfactory to the Authority. Until the Project facilities are completed 
and accepted by the Governmental Agency, the contractor shall maintain builders risk insurance 
(fire and extended coverage) on a one hundred percent (100%) basis (completed value form) on 
the insurable portion of the Project, such insurance to be made payable to the order of the 
Authority, the Governmental Agency, the prime contractor, and all subcontractors, as their 
interests may appear. 

(T) The Governmental Agency shall provide and maintain competent and adequate 
resident engineering services covering the supervision and inspection of the development and 
construction of the Project, and bearing the responsibility of assuring that Construction confomis 
to the approved plans, specifications and designs prepared by the Engineers. Such resident 
engineer shall certify to the Cabinet, any involved state or federal agencies, and the 
Governmental Agency at the completion of construction that construction is in accordance with 
the approved plans, specifications and designs, or, approved amendments thereto. 

(U) The Governmental Agency shall demonstrate to the satisfaction of the Authority 
the legal capability of the Governmental Agency to enact, adopt, levy, charge, collect, enforce 
and remit to the Authority and the Cabinet the Service Charges of the Governmental Agency 
described in the Schedule of Service Charges attached to and made a part of this Assistance 
Agreement as Exhibit C and submit proof satisfactory to the Authority that the Service Charges 
are in full force and effect 

Section 4.2. Additional Conditions to Disbursement Required Under the Federal 
Ameement. The Governmental Agency, in order to comply with the terms and conditions of the 
Federal Agreement, further covenants and further agrees to additional conditions to 
disbursement, as follows: 

(A) Notwithstanding any other agreements contained herein regarding the 
maintenance of books and records, that it shall maintain Project accounts in accordance with 
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generally accepted governmental accounting standards, as required by the Federal Agreement. 
The Governmental Agency shall retain such records for no less than three (3) years following the 
final payment by the Governmental Agency under this Assistance Agreement or if any portion of 
the Project is disposed of, until at least three (3) years after such disposition; provided that if any 
litigation, claim, appeal or audit is commenced prior to the end of such period such records shall 
be maintained until the completion of such action or until three ( 3 )  years after such 
commencement, whichever is later. 

(B) That it has not arid will not apply any other federal hndirig to the Project in a 
manner that would cause it to receive "double benefits" as described in Section 603 of the Water 
Quality Act of 1987. 

(C) That all property required for the completion of the Project shall be obtained, by 
easement, purchase or other means acceptable to the Authority, prior to commencement of 
construction and that the relocation of any Person resulting therefrom be in accordance with 49 
CFR24 for Uniform Relocation Assistance and Real Property Acquisition Act of 1970. 

(D) That all Project contractors shall be required to retain Project records for the 
periods established for the retention of the Governmental Agency's records in Section 4.2(A). 

(E) That no more than fifty percent (50%) of the proceeds of the Loan shall be 
disbursed until approval by the Cabinet of the final plan for operation for the Project. 

(F) That no more than ninety percent (90%) of the proceeds of the Loan shall be 
disbursed until approval by the Cabinet of the draft operations arid maintenance manual. 

(G) That final disbursement will not be allowed until approval by the Cabinet of a 
final operations and maintenance manual. 

(H) That, as required by 40 CFR 35.2218, all engineering services regarding 
construction and regarding the first year of operation of the Project shall be provided for, 
including the following: 

(1) 
maintenance manual as necessary to accommodate actual operating experience; 

The operation of the Project and the revision of the operations and 

(2) 
training material for operating personnel; and 

The training of operating personnel, including preparation of curricula and 

(3) 
standards (including three quarterly reports and one project performance report). 

Advice as to whether the Project is meeting the Project performance 

(I) That it sliall advise the Cabinet arid the Authority in writing of the date for 
initiation of operation of the Project. 

(J) That one year after operation is initiated, it shall certify to the Cabinet and the 
Authority that the Project is capable of meeting the Project performance standards. 
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(K) That it shall provide that qualified inspectors are present at the construction site. 
A summary of such inspector's qualifications and experience shall be submitted to the Cabinet 
and the Authority. 

(L) That it shall notify the Authority and the Cabinet of the completion date of the 
Project. 

(M) That i t  agrees to the terms and conditions of its application for assistance and the 
Authority's commitment to provide assistance, the terms of which are incorporated herein by 
reference. 

(N) That all measures required to minimize water pollution to affected waters shall be 
employed in the Project including compliance with Section 404 of PL 92-500, as amended, it 
being understood that approval of the Project does not constitute sanction or approval of any 
changes or deviations from established water quality standards, criteria implementation dates, or 
dates established by enforcement proceedings. 

Section 4.3. Disbursements of Loan; Requisition for Funds. The Governmental Agency 
shall submit to the Authority (or the Trustee acting on behalf of the Authority, if so designated) 
and the Cabinet a Requisition for Funds prior to the fifth day of each month (or such other 
designated period as is acceptable to the Authority), in substantially the same form as that 
attached to this Assistance Agreement as Exhibit B and made a part hereof, accompanied by, to 
the extent requested by the Authority, the following documentation: 

(A) A full and complete accounting of the costs of the planning and design of the 
Project to be obligated by contract or otherwise during the month in question, or already 
obligated and not included in any previous accounting; 

(B) A full and complete accounting of any costs of the planning and design of the 
Project paid by the Governmental Agency from its own funds with the approval of the Authority 
and not incIuded in any previous accounting for which it seeks reimbursement; 

(C) A full and complete accounting of any costs of the planning and design of the 
Project paid or requisitioned under any other financing, loan, bond, grant or similar agreement or 
paid from its own funds for which it does not seek reimbursement and which have not been 
identified in any previous requisition form. 

(D) The Contractor's estimate of work performed during the preceding month 
pursuant to construction contracts for the Project and payment thereunder due, together with the 
Engineer's and Governmental Agency's approval thereof for disbursement by the Authority. 

Upon the Authority's receipt of the Requisition for Funds, and such additional 
documentation as it may require, and subject to certification by the Cabinet, the Authority may 
direct the Trustee to remit the amount requested to the Governmental Agency as a draw upon the 
Loan. 
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ARTICLE V 

CERTAIN COVENANTS OF THE GOVERNMENTAL AGENCY; 
PAYMENTS TO BE MADE BY GOVERNMENTAL, AGENCY TO THE AUTHORITY 

Section 5.1 I Imposition of Service Charges. The Governmental Agency hereby 
irrevocably covenants arid agrees to comply with all of the terms, conditions and requirements of 
this Assistance Agreement, pursuant to which the Loan is to be made by the Authority to the 
Governmental Agency as specified herein and in the Act arid the Indenture. The Governmental 
Agency hereby further irrevocably covenants and agrees that it already has, or will, to the extent 
necessary, immediately impose Service Charges upon all persons, firms arid entities to whom or 
which services are provided by the System, such Service Charges to be 1x0 less than as set forth 
in  Exhibit C annexed hereto. If so required, such Service Charges shall be in addition to all other 
rates, rentals and service charges of a similar nature of the Governmental Agency now or 
liereafier authorized by law, and now or hereafter being levied arid collected by the 
Goverrunental Agency and shall be levied and collected solely for the purpose of repaying to the 
Authority all sums received from the Authority as representing the Loan in respect of the Project. 

Section 5.2. Governmental Agency's Obligation to Repay Loan. The obligation of the 
Governmental Agency to repay to the Authority the amount of the Loan from the Service 
Charges shall riot be revocable, and in the event that services supplied by the Project shall cease, 
or be suspended for any reason, the Governmental Agency shall continue to be obligated to repay 
the Loan from the Services Charges. In the event the Governmental Agency defaults in the 
payment of any Service Charges to the Authority, the amount of such default shall bear interest 
at the per miurn rate equal to the Default Rate set forth in the Project Specifics, from the date of 
the default until the date of the payment thereof. 

Section 5.3. Covenant to Adiust Service Charges. In the event, for any reason, the 
Schedule of Service Charges shall prove to be insufficient to provide to the Authority the 
minimum sums set forth in the Schedule of Payments, to make the required deposits to the 
Maintenance and Replacement Reserve and to provide for the operation of the System, the 
Governmental Agency hereby covenants and agrees that it will, upon notice by the Authority, to 
the full extent authorized by law, both federal and state, immediately adjust and increase such 
Schedule of Service Charges, or immediately commence proceedings for a rate adjustment and 
increase with all applicable regulatory authorities, so as to provide fiinds sufficient to pay to the 
Authority the minimum sums set forth in the Schedule of Payments, to provide for the operation 
of the System as required under this Assistance Agreement and to make the required deposits to 
the Maintenance and Replacement Reserve. 

Section 5.4. Adequacy of Service Charges. The Service Charges herein covenanted to 
be imposed by the Governmental Agency shall be fixed at such rate or rates (and it is represented 
that the Schedule set forth in Exhibit C hereto so qualifies), as shall be at least adequate to make 
the payments at the times and in the amounts set forth in the Schedule of Payments, to make the 
required deposits to the Maintenance and Replacement Reserve and to provide for the operation 
of the System, subject to necessary governmental arid regulatory approvals. 

The Service Charges imposed by the Governmental Agency shall be paid by the users of 
the System and accordingly the Project not less frequently than the Service Charge Payment 
period set forth in the Project Specifics, and shall be remitted to the Authority by the 
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Governmental Agency with a report showing collections and any delinquencies. A report of all 
collections and delinquencies shall be made at least semi-annually on or before each Payment 
Date identified in the Schedule of Payments. 

Section 5.5. Covenant to Establish Maintenance and Replacement Reserve. The 
Governmental Agency shall establish a special account identified as a "Maintenance and 
Replacement Reserve". The Governmental Agency shall deposit into the Maintenance and 
Replacement Reserve an amount equal to the amount set forth in the Project Specifics at the 
times set forth in the Project Specifics. Arnounts in the Maintenance and Replacement Reserve 
may be used for extraordinary maintenance expenses related to the Project or for the unbudgeted 
costs of replacing worn or obsolete portions of the Project. 

Section 5.6. Covenant to Charge Sufficient Rates; Reports; Inspections. The 
Governmental Agency hereby irrevocably covenants and agrees with the Authority: 

(A) That, as aforesaid, it will at all times impose, prescribed, charge and collect the 
Service Charges set forth in Exhibit C as shall result in net revenues to the Governmental 
Agency at least adequate to provide for the payments to the Authority required by this Assistance 
Agreement, to provide for the operation of the System and to make the required deposits to the 
Maintenance and Replacement Reserve. 

(B) That it will furnish to the Authority and the Cabinet not less than annually reports 
of the operations and income and revenues of the System, and will permit authorized agents of 
the Authority to inspect all records, accounts and data of the System at all reasonable times. 

(C) That it will collect, account for and promptly remit to the Authority those specific 
revenues, funds, income and proceeds derived from Service Charges incident to this Assistance 
Agreement. 

(D) That it will notify the Authority in writing of its intention to issue bonds or notes 
payable from the revenues of the System not less than thirty (30) days prior to the sale of said 
obligations. It further covenants that it will not issue any notes, bonds or other obligations 
payable from the revenues of the System, if the pledge of the revenues of the System to the 
repayment of such obligations is to rards on a parity with, or superior to, the pledge of the 
revenues of the System for the repayment of the Loan granted under this Assistance Agreement, 
unless the Governmental Agency has secured the consent of the Authority not less than fifteen 
(1 5 )  days prior to the issuance of such obligations. 

Section 5.7. SeWegation of Funds. The Governmental Agency shall at all times account 
for the income and revenues of the System and distinguish same from all other revenues, moneys 
and f h d s  of the Governmental Agency, if any. 
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ARTICLE VI 

OTHER COVENANTS OF THE GOVERNMENTAL AGENCY 

-- Section 6.1. Further Assurance. At any time and all times the Governmental Agency 
shall, so far as it  may be authorized by law, pass, make, do, execute, acknowledge and deliver, 
all and every such hrther resolutions, acts, deeds, conveyances, assignments, transfers and 
assurances as may be necessary or desirable for the better assuring, conveying, granting, 
assigning and confirming all and singular the rights, assets aiid revenues herein pledged or 
assigned, or intended so to be, or which the Governmental Agency may hereafter become bound 
to pledge or assign. 

Section 6.2. Comuletion of Project. The Governmental Agency hereby covenants and 
agrees to proceed expeditiously with and promptly complete the Project in accordance with the 
plans, designs and specifications prepared by the Engineers for the Governmental Agency. 

Section 6.3. Establishment of Completion Date. The completion date for the Project shall 
be evidenced to the Authority by a certificate signed by the Engineer and an authorized 
representative of the Governmental Agency stating that, except for amounts retained by the 
Authority for costs of the Project not then due and payable, (i) the Construction has been 
completed and all labor, services, materials, supplies, machinery and equipment used in such 
Construction have been paid for, (ii) all other facilities necessary in connection with the Project 
have been acquired, constructed, equipped and installed and all costs and expenses incurred in 
connection therewith have been paid, (iii) the Project and all other facilities in connection 
therewith have been acquired, constructed, equipped and installed to his satisfaction. 

Section 6.4. Commitment to Operate. The Governmental Agency hereby covenants and 
agrees to commence operation of the Project immediately on completion of construction and not 
to discontinue operations or dispose of such Project without the approval of the Authority. 

Section 6.5. Continue to Operate. The Governmental Agency hereby covenants and 
agrees to continuously operate arid maintain the Proj ect in accordance with applicable provisions 
of federal and state law and to maintain adequate records relating to said operation; said records 
to be made available to the Authority upon its request at all reasonable times. 

Section 6.6. Tax Covenant. In the event the Authority issues Bonds which are intended 
to be excludable from gross income for federal income tax purposes to provide the funds for the 
L,oan, the Governmental Agency shall at all times do and perform all acts arid things permitted 
by law and necessary or desirable in order to assure such exclusion and shall take such actions as 
may be directed by the Authority in order to accomplish the foregoing. The Governmental 
Agency shall not permit (i) the proceeds of the Loan to be used directly or indirectly in any trade 
or business, (ii) its payments hereunder to be secured directly or indirectly by property to be used 
in a trade or business, (iii) any management agreement for the operation of the System or (iv) 
any federal guarantee of its obligations hereunder without the prior written consent of the 
Authority. The Governmental Agency will not acquire or pledge any obligations which would 
cause the Bonds to be "arbitrage bonds" within the meaning of the Code. 

Section 6.7. Accounts and Reports. The Goverrmental Agency shall at all times keep, or 
cause to be kept, proper books of record and account in accordance with the "Uniform System of 
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Accounts" established by the Commonwealth, in which complete and accurate entries shall be 
made of all its transactions relating to the System and which shall at all reasonable times be 
subject to the inspection of the Authority. 

Section 6.8. Financial Statements. Within ninety (90) days after the end of each fiscal 
year of the Governmental Agency, the Governmental Agency shall provide to the Authority, 
itemized financial statements of income and expense and a balance sheet in reasonable detail, 
certified as accurate by a firm of independent certified public accountants or the Auditor of 
Public Accounts of the Commonwealth. All financial information must be satisfactory to the 
Authority as to form and content and be prepared in accordance with generally accepted 
accounting principles on a basis consistent with prior practice unless specifically noted thereon. 
With such financial statements, the Governmental Agency shall furnish to the Authority a 
certificate stating that, to the best knowledge of the authorized representative signing such 
certificate, no default under this Assistance Agreement exists on the date of such certificate, or if 
any such default shall then exist, describing such default with specificity. 

Section 6.9. General Compliance With All Duties. The Governmental Agency shall 
faithfiilly and punctually perform all duties with reference to the Project and the System required 
by the Constitution and Laws of the Commonwealth, and by the terms and provisions of this 
Assistance Agreement and any other Debt Obligations. 

Section 6.10. General. The Governmental Agency shall do and perform or cause to be 
done and performed all acts and things required to be done or performed by or on behalf of the 
Governmental Agency under the provisions of the Act, the Federal Act and this Assistance 
Agreement in accordance with the terms of such provisions including the Additional Covenants 
and Agreements, if any, set forth in Exhibit G hereto. 

Section 6.1 1 .  Further Covenants under the Federal Agreement. The Governmental 
Agency shall comply with all further requirements or conditions which may arise fi-om time to 
time in order to assure compliance with the Federal Act, and with the agreements of the 
Authority set forth in the Federal Agreement, including but not limited to the following: 

(A) The Governmental Agency shall provide all information requested of it by the 
Authority or the Cabinet so that (i) the Grants Information Control System, referred to in the 
Federal Agreement, can be maintained, (ii) the accounting and auditing procedures required by 
the Federal Act can be maintained and (iii) the Authority can furnish the information required of 
its under the Federal Agreement. 

(B) Qualified operating personnel, properly certified by the Cabinet, shall be retained 
by the Governmental Agency to operate the Project during the entire term of this Assistance 
Agreement. An approved plan of operating and an operations and maintenance manual for the 
Project shall be provided by the Governmental Agency to the Cabinet and the Authority. The 
Project shall be operated and maintained in an efficient and effective manner. 

(C) All residents in the service area of the Project must be offered the same 
opportunity to become users of the Project regardless of race, creed, color, or level of income. 
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(D) The Governmental Agency shall comply with provisions contained in the 
following federal regulations, orders, acts and circulars and the following statutes and regulations 
of the Commonwealth. 

( 1 )  Federal Cross-Cutters 

Environmental Authorities 

Archeological and Historic Preservation Act of 1974, Pub. L. 86-523, as 
amended 
Clean Air Act, Pub. L. 84-159, as amended 
Coastal Barrier Resources Act, Pub. L. 97-348 
Coastal Zone Management Act, Pub. L. 93-583, as amended 
Endangered Species Act, Pub. L,. 93-205, as amended 
Environmental Justice, Executive Order 12898 
Floodplain Management, Executive Order 1 I988 as amended by 
Executive Order 12 148 
Protection of Wetlands, Executive Order I 1990 
Familand Protection Policy Act, Pub. L. 97-98 
Fish and Wildlife Coordination Act, Pub. L. 85-624, as amended 
National Historic Preservation Act of 1966, PL 89-665, as amended 
Safe Drinking Water Act, Pub. I,. 93-523, as amended 
Wild and Scenic Rivers Act, Pub. L. 90-542, as amended 

Economic and Miscellaneous Authorities 

(a) 

(b) 

Demonstration Cities and Metropolitan Development Act of 1966, Pub. L. 
89-754, as amended, Executive Order 12372 
Procurement Prohibitions under Section 306 of the Clean Air Act and 
Section SO8 of the Clean Water Act, including Executive Order 11738, 
Administration of the Clean Air Act and the Federal Water Pollution 
Control Act with Respect to Federal Contracts, Grants, or Loans. 
Uniform Relocation and Real Property Acquisition Policies Act, Pub. L. 
91-646, as amended 
Debarment and Suspension, Executive Order 12549 

(c) 

(d) 

Social Policy Authorities 

Age Discrimination Act of 1975, Pub. L. 94-135 
Title VI of the Civil Rights Act of 1964, Pub. L. 88-3.52 
Section 13 of the Federal Water Pollution Control Act Amendments of 
1972, Pub. L. 92-500 (the Clean Water Act) 
Section SO4 of the Rehabilitation Act of 1973, Pub. L. 93-1 12 (including 
Executive Orders 1 1914 and 11250) 
Equal Employment Opportunity, Executive Order I 1246 
Women's and Minority Business Enterprise, Executive Orders 1 1625, 
12138, and 12432 
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(g) Section 129 of the Small Business Administration Reauthorization and 
Amendment Act of 1988, Pub. L. 100-590 

(2) State: 

(a) KRS 224 
(b) 
(c) 
(d) 401 KAR Chapter 5 

KRS 224A. 1 1 15 Federally Assisted Drinking Water Revolving Fund 
KRS Chapter 337, L,abor L,aws 

Section 6.12. Continuing Disclosure Obligation. The Governmental Agency covenants 
and agrees that notwithstanding any other provision of this Assistance Agreement to the 
contrary, upon written notice from the Authority that the Schedule of Payments provides ten 
percent (10%) or more of the debt service requirements on an issue of the Authority's Bonds and 
that compliance by the Governmental Agency with the requirements of Securities and Exchange 
Commission Rule 15~2-12,  as amended (the "SEC Rule") is required in connection with the 
Authority's Bonds, the Governmental Agency shall provide to the Authority such information as 
may be required by the Rule, within the time periods set out in such notice by the Authority, to 
enable the Authority to establish to the satisfaction of prospective purchasers of the Authority's 
Bonds that the requirements of the SEC Rule will be satisfied in connection with the issuance of 
the Authority's Bonds. The Governmental Agency hrther understands and agrees that the 
Authority shall act as the Govemiental Agency's disclosure agent for purposes of compliance 
with the SEC Rule and that upon a failure by the Governmental Agency to provide the 
information required to be provided under the SEC Rule within the time f i m e  specified in such 
notice, the Authority and/or the beneficial owners and holders of the Authority's Bonds shall be 
specifically granted the right of enforcing the provisions of this Section 6.12 by an action in 
mandamus, for specific performance, or similar remedy to compel performance. 
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ARTICLE VI1 

MAINTENANCE, OPERATION, INSURANCE AND CONDEMNATION 

Section 7.1. Maintain System. The Governmental Agency agrees that during the entire 
term of this Assistance Agreement, i t  will keep the Project, including all appurtenances thereto, 
and the equipment and machinery therein, in good and sound repair and good operating 
condition at its own cost so that the completed Project will continue to provide the services for 
which the System is designed. 

Section 7.2. Additions and Improvements. The Governmental Agency shall have the 
privilege of making additions, modifications and improvements to the sites of the Project, and to 
the Project itself from time to time provided that said additions, modifications and improvements 
do not impair the operation or objectives of the Project. The Cost of such additions, 
modifications and improvements shall be paid by the Governmental Agency, and the same shall 
be the property of the Governmental Agency and shall be included under the terms of this 
Assistance Agreement as part of the site of the Project, or the Project, as the case may be. 
Nothing herein contained shall be construed as precluding the Authority and the Governmental 
Agency from entering into one or more supplementary Assistance Agreements providing for an 
additional Loan or Loans in respect of additional Projects undertaken by the Governmental 
Agency. 

Section 7.3. System Not to Be Disposed Of. The Governmental Agency covenants and 
agrees that, until satisfaction in full of its obligations hereunder, it will not, without the prior 
written consent of the Authority, which consent shall not be unreasonably withheld, sell, 
mortgage, or in any manner dispose of, or surrender control or otherwise dispose of any of the 
facilities of the System or any part thereof (except that the Governmental Agency may retire 
obsolete and worn out facilities, and sell same, if appropriate). 

Section 7.4. Compliance with State and Federal Standards. The Governmental Agency 
agrees that it will at all times provide operation and maintenance of the Project to comply with 
the water quality standards, if any, established by any state or federal agency. The Governmerital 
Agency agrees that qualified operating personnel properly certified by the Commonwealth will 
be retained to operate the Project during the entire term of this Assistance Agreement. 

Section 7.5. Access to Records. The Governmental Agency agrees that i t  will pennit the 
Authority and any state or federal agency and their respective agents to have access to the 
records of the Governmental Agency pertaining to the operation and maintenance of the Project 
at any reasonable time following completion of construction of the Project, and commencement 
of operations thereof. 

Section 7.6. Covenant to Insure - Casualty. The Governmental Agency agrees to insure 
the Project facilities in such amount as like properties are similarly insured by political 
subdivisions similarly situated, against loss or damage of the kinds usually insured against by 
political subdivisions similarly situated, by means of policies issued by reputable insurance 
companies duly qualified to do such business in the Comonwealth.  
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Section 7.7. Authority as Named Insured. Any insurance policy issued pursuant to 
Section 7.5 hereof, shall be SO written or endorsed as to make losses, if any, payable to the 
Governmental Agency, and to the Authority, as their interests may appear. 

Section 7.8. Covenant to Insure - Liability. The Governmental Agency agrees that it will 
carry public liability insurance with reference to the Project with one or more reputable insurance 
companies duly qualified to do business in  the Commonwealth, insuring against such risks 
(including but not limited to personal inquiry, death and property damage) and in such amounts 
as are set forth in the Project Specifics, and naming the Authority as an additional insured. 

Section 7.9. Covenant Regarding Worker’s Compensation. Throughout the entire term 
of this Assistance Agreement, the Governmental Agency shall maintain worker’s compensation 
coverage, or cause the same to be maintained. 

________I_ Section 7.10. Application of Casualty Insurance Proceeds. If, prior to the completion of 
the term of this Assistance Agreement, the Project shall be damaged or partially or totally 
destroyed by fire, windstorm or other casualty, there shall be no abatement or reduction in the 
amount payable by the Governmental Agency pursuant to the terrris of this Assistance 
Agreement and the Governmental Agency will (1) promptly repair, rebuild or restore the Project 
damaged or destroyed; and (2) apply for such purpose so much as may be necessary of any net 
proceeds of insurance resulting from claims for such losses, as well as any additional moneys of 
the Governmental Agency necessary therefor. All net proceeds of insurance resulting from 
claims for such losses shall be paid to the Governmental Agency, and shall be promptly applied 
as herein provided. 

Section 7.11. Eminent Domain. hi the event that title to, or the temporary use of, the 
Project, or any part thereof, shall be taken under the exercise of the power of eminent domain by 
any govementa l  body or by any Person acting under governmental authority, there shall be no 
abatement or reduction in the minimum amounts payable by the Governmental Agency to the 
Authority pursuant to the terms of this Assistance Agreement, and any and all net proceeds 
received from any award made in such eminent domain proceedings shall be paid to and held by 
the Governmental Agency in a separate condemnation award account and shall be applied by the 
Governmental Agency in either or both of the following ways, as shall be determined by the 
Governmental Agency in its sole discretion: 

(A) The restoration of the improvements located on the Project sites to substantially 
the same condition as prior to the exercise of said power of eminent domain; or 

(B) The acquisition of additional property, if necessary, and the acquisition of 
additional facilities by construction or otherwise, equivalent to the Project facilities, which 
property and facilities shall be deemed to be a parf of the Project sites and a part of the 
Project facilities and to be substituted for Project facilities so taken by eminent domain, 
without the payment of any amount other than herein provided, to the same extent as if such 
property and facilities were specifically described herein. 

Any balance of the net proceeds of the award in such eminent domain proceedings after 
the carrying out of the mmdatory proceedings stipulated in (A) and (B) of this Section 7.1 1, shall 
be paid to the Governmental Agency upon delivery to the Authority of a certificate signed by an 
authorized officer of the Governmental Agency to the effect that the Governmental Agency has 
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complied with either subparagraph (A) or (B), or both, of this Section, and written approval of 
such certificate by an authorized officer of the Authority. In no event will the Governmental 
Agency voluntarily settle or consent to the settlement of any prospective or pending 
condemnation proceedings with respect to the Project or any part thereof without the written 
consent of the Authority. 

Section 7.12. Flood Insurance. All structures located in flood prone areas shall be 
covered by flood insurance carried by the Governmental Agency for an amount equal to the total 
Project cost excluding the cost of land and any uninsurable improvements, or for the maximum 
limit available under the National Flood Insurance Act of 1968, as amended, whichever is less, 
for the entire useful life of the Project. 
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ARTICLE VI11 

EVENTS OF DEFAULT AND REMEDIES 

Section 8. I .  Events of Default Defined. The following will be "Events of Default" under 
this Assistance Agreement and the term "Event of Default" or lrDefauItlr will mean, whenever it 
is used in this Assistance Agreement, any one or more of the following events: 

(A) Failure by the Governmental Agency to pay any payments specified herein at the 
times specified herein. 

(B) Failure by the Governmental Agency to observe or perform any covenant, 
condition or agreement on its part to be observed or performed, other than as referred to in 
subsection (A) of this Section, for a period of thirty (30) days after written notice specifying 
such failure and requesting that it be remedied will have been given to the Governmental 
Agency by the Authority unless the Authority agrees in writing to an extension of such time 
prior to its expiration; provided, however, if the failure stated in the notice canriot be 
corrected within the applicable period, the Authority will not unreasonably withhold its 
consent to an extension of such time if corrective action is instituted by the Governmental 
Agency within the applicable period and diligently pursued until such failure is corrected. 

(C) The dissolution or liquidation of the Govermnental Agency, or the voluntary 
initiation by the Governmental Agency of any proceeding under any federal or state law 
relating to bankruptcy, insolvency, arrangement, reorganization, readjustment of debt or any 
other form of debtor relief, or the initiation against the Governmental Agency of any such 
proceeding whch will remain undismissed for sixty (60) days, or the entry by the 
Governmental Agency into an agreement of composition with creditors or the failure 
generally by the Governmental Agency to pay its debts as they become due. 

(D) A default by the Governmental Agency under the provisions of any agreements 
relating to its Debt Obligations. 

Section 8.2. Remedies on Default. Whenever any Event of Default referred to in Section 
8.1 has occurred and is continuing (other than an event of default arising under Section 6.13 of 
this Assistance Agreement), the Authority may, without any further demand or notice, take one 
or any combination of the following remedial steps: 

(A) Declare all payments due hereunder, as set forth in the Schedule of Payments, to 
be immediately due and payable. 

(B) Exercise all the rights and remedies of the Authority set forth in the Act. 

(C) Take whatever action at law or in equity may appear necessary or desirable to 
enforce its rights under this Assistance Agreement. 

(D) Submit a formal referral to the appropriate federal agency, as required by the 
Federal Agreement. 
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The sole remedies for an Event of Default under this Assistarice Agreement arising by 
virtue of the failure of the Governmental Agency to comply with the provisions of Section 6.10 
hereof shall be those remedies specifically set forth in Section 6.10 hereof 

Section 8.3. Appointment of Receiver. Upon the occurrence of an Event of Default, and 
upon the filing of a suit or other commencement ofjudicial proceedings to enforce the rights of 
the Authority under this Assistance Agreement, the Authority shall be entitled, as a matter of 
right, to the appointment of a receiver or receivers of the System and all receipts therefrom, 
pending such proceedings, with such power as the court making such appointment shall confer; 
provided, however, that the Authority may, with or without action under this Section, pursue any 
available remedy to enforce the payment obligations hereunder, or to remedy any Event of 
Default. 

Section 8.4. &Remedy Exclusive. No remedy herein conferred upon or reserved to the 
Authority is intended to be exclusive, and every such rernedy will be cumulative and will be in 
addition to every other remedy given hereunder and every remedy now or hereafter existing at 
law or in equity. No delay or omission to exercise any right or power accruing upon any default 
will impair any such right or power and any such right and power may be exercised from time to 
time and as often as may be deemed expedient. 

Section 8.5. Consent to Powers of Authority Under Act. The Governmental Agency 
hereby acknowledges to the Authority its understanding of the provisions of the Act, vesting in 
the Authority certain powers, rights and privileges in respect of the Project upon the occurrence 
of an Event of Default, and the Governmental Agency hereby covenants and agrees that if the 
Authority should in the future have recourse to said rights and powers, the Govenlmerital 
Agency shall take no action of any nature whatsoever calculated to inhibit, nullify, void, delay or 
render nugatory such actions of the Authority in the due and prompt implementation of this 
Assistance Agreement. 

Section 8.6. Waivers. In the event that any agreement contained herein should be 
breached by either party and thereafter waived by the other party, such waiver will be limited to 
the particular breach so waived and will not be deemed to waive any other breach hereunder. 

Section 8.7. Agreement to Pay Attorneys’ Fees and Expenses. In the event that either 
party hereto will default under any of the provisions hereof and the non-defaulting party employs 
attorneys or incurs other expenses for the enforcement of performance or observance of any 
obligation or agreement on the part of the defaulting party herein contained, the defaulting party 
agrees that it will pay or1 demand therefor to the non-defaulting party the fees of such attorneys 
and such other expenses so incurred by the non-defaulting party. 
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ARTICLE IX 

MISCELLANEOUS PROVISIONS 

Section 9.1. Approval not to be Unreasonably Withheld. Any approval of the Authority 
required by this Assistance Agreement shall not be unreasonably withheld and shall be deemed 
to have been given on the thirtieth (30th) day following the submission of any matter requiring 
approval to the Authority, unless disapproved in writing prior to such thirtieth (30th) day. Any 
provision of this Assistance Agreement requiring the approval of the Authority or the satisfaction 
or the evidence of satisfaction of the Authority shall be interpreted as requiring action by an 
authorized officer of the Authority granting, authorizing or expressing such approval or 
satisfaction, as the case may be, unless such provision expressly provides otherwise. 

Section 9.2. Approval. This Agreement is made subject to, and conditioned upon, the 
approval of this Assistance Agreement by the Secretary of the Finance and Administration 
Cabinet. 

Section 9.3. Effective Date. This Assistance Agreement shall become effective as of the 
date first set forth hereinabove and shall continue in full force and effect until the date the 
obligations of the Governmental Agency pursuant to the provisions of this Assistance Agreement 
have been fully satisfied. 

-- Section 9.4. Bindinn Effect. This Assistance Agreement shall be binding upon, and shall 
inure to the benefit of the parties hereto, and to any person, officer, board, department, agency, 
municipal corporation, or body politic and corporate succeeding by operation of law to the 
powers and duties of either of the parties hereto. This Assistance Agreement shall not be 
revocable by either of the parties, without the written consent of the other party. 

Section 9.5. Severability. In the event that any provision of this Assistance Agreernent 
will be held invalid or unenforceable by any court of competent jurisdiction, such holding will 
not invalidate or render unenforceable any other provision hereof. 

Section 9.6. Assignability. The rights of the Authority under this Assistance Agreement 
shall be assignable by the Authority without the consent of the Governmental Agency, but none 
of the rights, duties or obligations of the Governmental Agency under this Assistance 
Agreement shall be assignable by the Governmental Agency without the prior written consent of 
the Authority. 

Section 9.7.. Execution in Counterparts. This Assistance Agreement may be 
simultaneously executed in several counterparts, each of which will be an original and all of 
which will constitute but one and the same instrument. 

Section 9.8. Applicable Law. This Assistance Agreement will be governed by and 
construed in accordance with the laws of the Commonwealth. 

Section 9.9. Captions. The captions or headings herein are for convenience only and in 
no way define, limit or describe the scope or intent of any provisions or sections of this 
Assistance Agreement. 
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IN WITNESS WHEREOF, the parties hereto have caused this Assistance Agreement to 
be executed by their respective duly authorized officers as of the day and year above written. 

ATTEST: 

Title: 
- 

ATTEST: 

APPROVED: 

ADMINISTRATION CABINET OF THE 
COMMONWEALTH OF KENTUCKY 

KENTUCKY INFRASTRUCTURE 
AUTHORITY 

By : ; 
7IM THOMAS, U E C u  I N E  Title:: CTOR 

GOVERNMENTAL AGENCY: 
ADAIR COUNTY WATER DISTFUCT 

EXAMINED: 

LEGAL, 

AUTHORITY 

ENVIRONMENTAL AND PUBLIC PROTECTION 
CABINET OF THE COMMONWEALTH OF KENTUCKY 

v Division of Water 

APPROVED AS TO FORM AND LEGALITY 

APPROVED 
FINANCE AND ADMINISTRATION CABINET 
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EXHIBIT A 
ADAIR COUNTY WATER DISTRICT 

PROJECT SPECIFICS 
FO7-01 

GOVERNMENTAL AGENCY: ENGINEER: 

Name: Adair County Water District Monarch Engineering, Inc. 
Address: P.O. Box 567 556 Carlton Drive 

Columbia, Kentucky 42728 Lawrenceburg, Kentucky 40342 

Contact 
Person: Doug Sapp, Vice-chairman David M. Bowles, P.E. 
Phone: 270-384-2181 (phone) 502-839-1 31 0 (phone) 
Fax: 270-384-3437 (fax) 502-839-1 373 (fax) 

SYSTEM: Drinking water 

PROJECT: The project consists of the installation of approximately 26,000 linear feet 
of 12-inch transmission water main and appurtenances and the erection of a 500,000 
gallon elevated water storage tank. 

PROJECT BUDGET 

FundF N8380 
- Loan Grant RD Total 

Administrative and Legal 15,000 15,000 

Engineering 422,275 422,275 
Construction 1,000,000 1,000,000 684,500 2,684,500 
Miscellaneous 34,000 34,000 
Contingencies 134,225 134,225 

Land Acquisition 12,000 12,000 

Total 1,000,000 1,000,000 1,302,000 3,302,000 

FUNDING SOURCES 

Amount % 
Fund F Loan 1 , 000,000 30.29% 
H5 380 Grant 1,000,000 30.29% 
RD Loan 752,000 22.77% 
RD Grant 550,000 16.65% 
Total 3,302,000 100.00% 
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KIA DEBT SERVICE 

Construction Loan $1,000,000 
interest Rate 1 .OO% 
Loan Term (Years) 20 
Estimated Annual Debt Service $ 55,291 
Administrative Fee (0.25%) 2,500 
Total Estimated Annual Debt Service $ 57,791 

AMORTIZATION COMMENCEMENT QATE: June 1 and December 1 

Interest payments will commence within six months from first draw of funds. 
(est 6/1/2008). 

Full principal and interest payments will commence within one year of initiation of 
operation. (est 6/1/2009). 

REPLACEMENT RESERVE ACCOUNT: Based on the information provided in the 
application, the district sets aside $301,200 each year. This loan will require no 
additional reserve requirements. 

ADMINISTRATIVE FEE: .25% 
DEFAULT RATE: 8.0% 

DE6T OBLIGATIONS CURRENTLY OUTSTANDING: 

Issue 
I974 FmHA Loan 
1978 FmHA Loan 
1985 FmHA Loan 
1989 FmHA Loan 
1992 FmHA Loan 
1995 RDA Loan 
I998 RDA Loan 
2002 RD Loan 
2005 RD Loan 

Original Amount 
Amount 
$80,000 
363 , 000 

1 , I  55,000 
200,000 
745,000 
428,000 
427,000 
627,000 

5,238,000 

Outstanding 
$34,500 
21 8,000 
967,000 
156,000 
658,000 
392,000 
408,000 
627,000 

1,238,000 

LIABILITY INSURANCE COVERAGE: 
Death or Personal Injury (per person) 
Death or Personal injury (per occurrence) 
Property Damage on System 



EXHIBIT €3 

Request No. 

Original sent to: 

REQUEST FOR PAYMENT WITH RESPECT TO 
ASSISTANCE AGREEMENT DATED OCTOBER 1,2007 

LOAN NO. F07-01 

Copy sent to: 

FR.OM: 

Gentlemen: 

Dated: 

Kentucky Infrastructure Authority 
1024 Capital Center Drive 
Suite 340 
Frankfort, Kentucky 40601 

Branch Manager 
Resource Planning and Program Support Branch 
Division of Water 
Natural Resources and 

14 Reilly Road 
Frankfort, Kentucky 40601 

Environmental Protection Cabinet 

AD AIR COUNTY WATER DISTRICT (the "Governmental Agency") 

The above identified Governmental Agency has entered into an Assistance Agreement 
with the Kentucky Infrastructure Authority (the "Authority") for the acquisition and construction 
of drinking water supply facilities, described in the Assistance Agreement as the "Project." 

Pursuant to the Assistance Agreement, we hereby certify that we have incurred the 
following expenses in connection with the Project and that the Authority's funding share of these 
expenses is in the amount so denoted in this request totaling $ 

Documentation supporting the expenses incurred and identified per this request are 
attached. 

ELIGIBLE PROJECT EXPENSES INCURRED 

Contractor 
Expenses this 

Request 
Expenses to 

Date 

Total 
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ALLOCATION OF FUNDING FOR EXPENSES 

Portion of Portion of Expenses 
Funding Source Expenses this Request Total to Date 

Totals 

The Governmental Agency certifies it has also paid Project expenses for planning and 
design or has submitted requisitions to the applicable fbnding sources for Project expenses, 
which have not been identified in any previous R.equest or Payment, as follows: 

Amount of Payment 
Funding Source or Requisition or Requisition 

Date of Payment 

Respectfully submitted, 

Governmental Agency 

By: 

Title 
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CERTIFICATE OF CONSULTING ENGINEERS AS TO 
PAYMENT REQUEST 

The undersigned, a duly qualified and licensed Engineer hereby certifies that he or she 

represents the Governmental Agency submitting this request in connection with the "Eligible 

Project" and that all expenses represented in this request were duly incurred for the Construction 

of the "Project," that the Authority's fiinding share of these expenses is accurately represented 

and that such expenses have not been the subject of any request for disbursement previously 

submitted. 

EngineedArchitect 

Firm Name 
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EXHIBIT C 

SCHEDULE OF SERVICE CHARGES 

[SEE ATTACHED] 
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APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO, 2007-00195 DATED June? 4, 2 0 0 7  I 

T h e  following rates and charges are prescribed for the customers in the  area 

served by Adair County Water District. All other rates and charges not specifically 

mentioned here in  shall remain the s a m e  as those in effect under authority of the 

Commission prior to the effective date of this Order. 

Monthly Water Rates 

518" x 314" Meter 
First 2,000 Gallons 
Next 3,000 Gallons 
Next 5,000 Gallons 
Next 15,000 Gallons 
All Over 25,000 Gallons 

1 'I Meter 
First 5,000 Gallons 
Next 5,000 Gallons 
Next. 15,000 Gallons 
All Over 25,000 Gallons 

1 - I /2" M B  
First 10,000 Gallons 
Next 15,000 Gallons 
All Over 25,000 Gallons 

2" Meter 
First 16,000 Gallons 
Next 9,000 Gallons 
All Over 25,000 Gallons 

$14.85 Minimum Bill 
5.70 Per  1,000 Gallons 
4.95 Per  1,OOQ Gallons 
3.85 Per  1,000 Gallons 
3.10 Pe r  1,000 Gallons 

$31.65 Minimum Bill 
4.95 Pe r  1,000 Gallons 
3.85 Per  1,000 Gallons 
3.10 Per 1,000 Gallons 

$55.90 Minimum Bill 
3.85 Per 1,000 Gallons 
3.10 Per  1,000 Gallons 

$78.40 Minimum Bill 
3.85 Per 1,000 Gallons 
3.10 Per 1,000 Gallons 



EXHIBIT D 

RESOLUTION 

RESOLUTION OF THE ADAIR COUNTY WATER DISTRICT APPROVING 
AND AUTHORIZING AN ASSISTANCE AGREEMENT DATED AS OF 
OCTOBER 1 ,  2007 BETWEEN THE ADAIR COUNTY WATER DISTRICT 
AND THE KENTUCKY INFRASTRUCTURE AUTHORITY. 

WHEREAS, the Board of Commissioners ("Governing Authority") of the Adair County 
Water District ("Governmental Agency") has previously determined that it is in the public 
interest to acquire and construct certain facilities and improvements to the Governmental 
Agency's Water System (the "Project") and 

WHEREAS, the Governmental Agency has made application to the Kentucky 
Infrastructure Authority (the "Authority") for the purpose of providing monies to acquire and 
construct the Project; and 

WHEREAS, in order to obtain such monies, the Governmental Agency is required to 
enter into an assistance agreement dated as of October 1, 2007 (the "Assistance Agreement") 
with the Authority. 

NOW, THEREFORE, BE IT RESOLVED by the Board of Cornmissioners of the Adair 
County Water District, as follows: 

SECTION 1. That the Governing Authority hereby approves and authorizes the 
Assistance Agreement between the Governmental Agency and the Authority substantially in the 
form on file with the Governmental Agency for the purpose of providing the necessary financing 
to the Governmental Agency for the acquisition and construction of the Project. 

SECTION 2. That the Chairman and Secretary of the Governmental Agency be and 
hereby are authorized, directed and empowered to execute necessary documents or agreements, 
and to otherwise act on behalf of the Governmental Agency to effect such financing. 

SECTION 3. That this resolution shall take effect at the earliest time provided by law. 

ADOPTED on ,2007. 

Attest: 

Title: Secretary 

Chairman 
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EXHIBIT E 

OPINION OF COUNSEL, 

[Letterhead of Counsel to Governmental Agency] 

[Date] 

Kentucky Infrastructure Authority 
1024 Capital Center Drive 
Suite 340 
Frankfort, Kentucky 40601 

RE: Assistance Agreement by and between Kentucky Infrastructure Authority and 
Adair County Water District, dated as of October 1 , 2007 

Ladies and Gentlemen: 

The undersigned is an attorney at law duly admitted to the practice of law in the 
Commonwealth of Kentucky and is legal counsel to the Adair County Water District, hereinafter 
referred to as the "Govemnental Agency". I am familiar with the organization and existence of 
the Governmental Agency and the laws of the Commonwealth applicable thereto. Additionally I 
am familiar with the drinking water supply project (the "Prqject") with respect to which the 
Assistance Agreement by and between the Kentucky Infrastructure Authority ("Authority") and 
the Governmental Agency is being authorized, executed and delivered. 

I have reviewed the form of Assistance Agreement by and between the Authority and the 
Governmental Agency, the resolution or ordinance of the governing authority authorizing the 
execution and delivery of said Assistance Agreement. 

Based upon my review I am of the opinion that: 

1) The Governmental Agency is a duly organized and existing political subdivision 
or body politic of the Commonwealth of Kentucky validly existing under the Constitution and 
statutes of the Commonwealth of Kentucky. 

2) The Assistance Agreement has been duly executed and delivered by the 
Governmental Agency and is a valid and binding obligation of the Governmental Agency 
enforceable in accordance with its terms, except to the extent that the enforceability thereof may 
be limited by equitable principles and by bankruptcy, reorganization, moratorium, insolvency or 
similar laws heretofore or hereafter enacted relating to or affecting the enforcement of creditors' 
rights or remedies generally. 

E- 1 



3) The Governmental Agency has all necessary power and authority (i) to enter into, 
perform and consummate all transactions contemplated by the Assistance Agreement, and (ii) to 
execute and deliver the documents and instruments to be executed and delivered by it  in 
connection with the construction of the Project. 

4) The Service Charges, as defined in the Assistance Agreement, are in full force 
and effect and have been duly and lawfiilly adopted by the Governmental Agency. 

5) The execution and delivery of the Assistance Agreernent and the performance by 
the GovernmentaI Agency of its obligations thereunder does not and will not conflict with, 
violate or constitute a default under any court or administrative order, decree or ruling, or any 
law, statute, ordinance or regulation, or any agreement, indenture, mortgage, lease, note or other 
obligation or instrument, binding upon the Governmental Agency, or any of its properties or 
assets. The Governmental Agency has obtained each and every authorization, consent, permit, 
approval or license of, or filing or registration with, any court or governmental department, 
commission, board, bureau, agency or instrumentality, or any specifically granted exemption 
from any of the foregoing, that is necessary to the valid execution, delivery or performance by 
the Governmental Agency of the Assistance Agreement and the imposition of the Service 
Charges. 

6) To the best of my knowledge after due inquiry there is no action, suit, proceedings 
or investigation at law or in equity before any court, public board or body pending or threatened 
against, affecting or questioning (i) the valid existence of the Governmental Agency, (ii) the right 
or title of the members and officers of the Governmental Agency to their respective positions, 
(iii) the authorization, execution, delivery or enforceability of the Assistance Agreement or the 
application of any monies or security therefor, (iv) the construction of the Project, (v) the validity 
or enforceability of the Service Charges or (vi) that would have a material adverse impact on the 
ability of the Governmental Agency to perform its obligations under the Assistance Agreement. 

7 )  None of the proceedings or authority heretofore had or taken by the Governmental 
Agency for the authorization, execution or delivery of the Assistance Agreement has or have 
been repealed, rescinded, or revoked. 

8) To the best of my knowledge, the Governmental Agency has fully complied with 
all federal and state labor and procurement laws in connection with the constniction of the 
Project. 

9) All proceedings and actions of the Governmental Agency with respect to which 
the Assistance Agreement is to be delivered were had or taken at meetings properly convened 
and held in substantial compliance with the applicable provisions of Sections 61.805 to 61.850 of 
the Kentucky Revised Statutes. 

Very truly yours, 
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EXHIBIT F 

TO ASSISTANCE AGREEMENT BETWEEN 
ADAIR COUNTY WATER DISTRICT 

("GOVERNMENTAL AGENCY") AND 
THE KENTUCKY INFRASTRUCTURE AUTHORITY 

Total Loan to be Repaid by 
Governmental Agency to 
Kentucky Infrastructure Authority $ 

Principal arid Interest Payable 
on Each June 1 and December 1 

It is understood and agreed by the parties to this Assistance Agreement that this Exhbit F 
is an integral part o f  the Assistance Agreement between the Governmental Agency and the 
Kentucky Infrastructure Authority. 

IN WITNESS WHEREOF, the parties have caused this Exhibit F to Assistance 
Agreement to be executed by their respective duly authorized officers as of the date of said 
Assistance Agreement. 

KENTUCKY INFRASTRUCTURE 
AUTHORTTY 

By: 

Title: 

ADAIR COUNTY WATER DISTRICT 
Governmental Agency 

~ 

By: 

Title: 

ATTEST: 

Title: 
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EXHIBIT C 

ADDITIONAL COVENANTS AND AGREEMENTS 

NONE 

38262. I 
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Re: Assistance Agreement between the Kentucky Infrastructure Authority ("K.IA") 
and Adair County Water District (the "Govenunental Agency"), dated as of 
October 1 , 2007 

GENERAL CLOSING CERTIFICATE OF GOVERNMENTAL AGENCY 

In connection with the above-captioned Assistance Agreement (the "Assistance 
Agreement"), the Governmental Agency, through its undersigned duly authorized officer hereby 
certifies, represents, warrants and covenants as follows: 

1.  No event of default exists, or with the passage of time will exist, under the 
Assistance Agreement and the representations and warranties set forth in the Assistance 
Agreement are true and correct as of the date hereof. 

2. The Governmental Agency has examined and is familiar with proceedings of the 
governing body of the Governmental Agency approving the Assistance Agreement and 
authorizing its negotiation, execution and delivery and such proceedings were duly enacted or 
adopted at a meeting of the governing body of the Governmental Agency at which a quorum was 
present and acting throughout; such proceedings are in full force and effect and have not been 
superseded, altered, amended or repealed as of the date hereof; and such meeting was duly called 
and held in accordance with law. 

3. The Governmental Agency is a duly organized and validly existing political 
subdivision of the Commonwealth of Kentucky with full power to own its properties, conduct its 
affairs, enter into the Assistance Agreement and consummate the transactions contemplated 
thereby. 

4. The negotiation, execution and delivery of the Assistance Agreement by the 
Governmental Agency and the consummation of the transactions conternplated thereby by the 
Governmental Agency have been duly authorized by all requisite action of the governing body of 
the Governmental Agency. 

5.  The Assistance Agreement has been duly executed and delivered by the 
Goverrlmental Agency and is a valid and binding obligation of the Governmental Agency 
enforceable in accordance with its terms, except to the extent that the enforceability thereof may 
be limited by equitable principles and by bankruptcy, reorganization, moratorium, insolvency or 
similar laws heretofore or hereafter enacted relating to or affecting the enforcement of creditors' 
rights or remedies generally. 

6.  There is no controversy or litigation of any nature pending, or to the knowledge of 
the Governmental Agency after diligent inquiry, threatened, in any court or before any board, 
tribunal or administrative body, to challenge in any manner the authority of the Governmental 
Agency or its governing body to make payments under the Assistance Agreement or to construct 
the Project, or to challenge in any manner the authority of the Governrnental Agency or its 
governing body to take any of the actions which have been taken in the authorization or delivery 
of the Assistance Agreement or the construction of the Project, or in any way contesting or 



affecting the validity of the Assistance Agreement, or in any way questioning any proceedings 
taken with respect to the authorization or delivery by the Governmental Agency of the 
Assistance Agreement, or the application of the proceeds thereof or the pledge or application of 
any monies or security provided therefor, or in any way questioning the due existence or powers 
of the Governmental Agency, or otherwise wherein an unfavorable decision would have an 
adverse impact on the transactions authorized in connection with the Assistance Agreement. 

7. The authorization and delivery of the Assistance Agreement and the 
consummation of the transactions contemplated thereby will not constitute an event of default or 
violation or breach, nor an event which, with the giving of notice or the passage of time or both, 
would constitute an event of default or violation or breach, under any contract, agreement, 
instrument, indenture, lease, judicial or administrative order, decree, rule or regulation or other 
document or law affecting the Governmental Agency or its governing body. 

8. All actions taken by the Governmental Agency in connection with the Assistance 
Agreement and the loan described therein and the Project, as defined in the Assistance 
Agreement, have been in full compliance with the provisions of the Kentucky Open Meetings 
Law, KRS 61.805 to 61.850. 

9. The Governmental Agency has all licenses, permits and other governmental 
approvals required to own, occupy, operate and maintain the Project and to enter into the 
Assistance Agreement, is not in violation of and has not received any notice of an alleged 
violation of any zoning or land use laws applicable to the Governmental Agency Project, and has 
full right, power and authority to perform the acts and things as provided for in the Assistance 
Agreement. 

10. The individuals named below are the duly elected or appointed qualified and 
acting incumbents in the office of the Governmental Agency indicated after their respective 
names and the signatures subscribed above their names are their genuine signatures. 

A 

WITNESS our signatures, this // day of ,2007. 

GOVERNMENTAL AGENCY: 
ADAIRAOUNTY M T E R  DISTRICT 
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Adair County Water District 
Minutes of Regular Meeting 

Of the Board of Commissioners 

October 1 1 , 2007 

Chairman Larry Legg called the meeting to order at 6:00 p.m. with Commissioners Doug 
Sapp, Mitch Harris, Rudy Higginbotham and Danny Downey attending. Others present 
were Attorney Marshall Loy and Engineer David Bowles. Staff present at the meeting 
included; Manager, Lenny Stone and Offce Supervisor Jennifer Carter. 

Approval of Minutes: After reviewing the September 13,2007 minutes a motion was 
made by Commissioner Danny Downey to accept the minutes as presented which was 
seconded by Commissioner Rudy Higginbotham and passed. 

Approval of Bills: Commissioner Mitch Hanis reviewed the monthly bills and made a 
motion to accept and pay the bills for the month which was seconded by Cornmissioner 
Doug Sapp and passed. 

61 South Relocation Update: Manager, Lenny Stone informed the Board that the 
contractor finished the last line tie in this week. He still has the third party meters to tie 
back in. Engineer David Bowles has worked up a cost estimate to run a main line to 
these customers, which will be submitted to the State Highway Department of Engineers 
for their approval. A motion was made by Commissioner Rudy Higginbotham to 
contribute up to $5000 to install a 3” main instead of individual services to the state for 
their approval which was seconded by Commissioner Danny Downey and passed. 

Bypass Update: Manager Lenny Stone let the Board know that we have not had time to 
get with the contractor to correct the repairs that were done on the line on Hwy 55 North. 
These repairs will be made after the new master meter and pump station is installed next 
week. 

The State has made changes to their plans on Hwy 61 at the old OshKosh building. We 
will have to move our lines again and so will other utilities. 

We received payment from Hayden the Contractor for this project. They paid for repair 
to major line breaks they made to our lines. The total was $1 1,180.00. 

Phase Seven (Water Plant) Update: Manager, Lenny Stone let the Board know the 
Commission’s Board meeting was held last week. Manager Stone went on to say that 
Engineer David Bowles has been meeting with the Contractor to get them back on 
schedule. They have gotten behind schedule due to the Contractor underestimating the 
massive amount of work that was involved at the end of the project. Mr. Bowles added 
that they plan to be turning water by the end of the month and went over construction 
pictures. Manager Stone mentioned that they will be testing chemical pumps and tanks 
this week. 



Phase Eight Update: Manager, Lenny Stone let the Board know that we received interim 
financing and have paid Stotts Construction. We have written a letter to Stotts 
Construction to delay construction until November 6,2007. We are still sending and 
receiving paperwork from PSC. Engineer David Bowles has been in contact to find out 
exactly what they need to help speed information flow and get final approval. 

Manager Stone went over some paperwork needed for KIA for the Board’s approval. A 
motion was made by Commissioner Rudy Higginbotham to adopt a resolution approving 
the Assistance Agreement with KIA and authorizing the appropriate signatures, which 
was seconded by Cornmissioner Danny Downey and passed. 

A motion was made by Commissioner Doug Sapp authorizing signage of the signature 
page which was seconded by Commissioner Darmy Downey and passed. 

A motion was made by Cornmissioner Danny Downey authorizing signage of the General 
Closing Certificate which was seconded by Commissioner Doug Sapp and passed. 

A motion was made by Commissioner Rudy Higginbotham authorizing signage of the 
KIA Assistance Agreement which was seconded by Commissioner Danny Downey and 
passed. 

Phase Nine Update: Manager Lenny Stone presented cost estimates for the project which 
totaled $5,584,000. Manager Stone mentioned that he had met with Senator Vemie 
McGaha and Judge Melton to inform them of what our plans are for this project and to let 
them know we will be applying for fimding from different agencies for the project. Our 
application is in to Rural Development and when we have bids in hand we can apply for 
KIA Fund F funds. 

Manager Stone let the Board know that paperwork has been given to Manager Danny 
Bragg of Wal-Mart for informatign to help secure an EDA loan for the Phase Nine 
Praject. Mr. Bragg has to obtain permission to fill out and sign the paperwork from the 
main office and will return the paperwork to us as soon as he has permission to sign. 

New Business: Manager, L,enny Stone informed the Board that he has hired Michael 
Sullivan at $9.00 with a 90 day probation period. Commissioner Mitch Harris made a 
motion approving hiring Mr. Sullivan which was seconded by Commissioner Danny _ _  
Downey and passed. 

Manager, Lenny Stone let the Board know that both Seth Grider and Adam Darnel1 
passed their distribution test and is now Class I11 operators. They were both given a .25 
raise. 

Manager Stone presented a petition for Bloomington Church Road and commented that 
this might be a good in house line. Commissioner Rudy Higginbotham made a motion to 
accept the petition which was seconded by Commissioner Doug Sapp and passed. 

Commissioner Doug Sapp asked the Board to consider appointing an acting chairman in 
times when both Chairman Legg and he may not be able to attend. Commissioner Mitch 
Harris made a motion to appoint Commissioner Danny Downey as acting Chairman in 



event both Chairman and Vice Chairman were absent, which was seconded by Chairman 
Rudy Higginbotham and passed. 

Being no further business brought before the Board, Commissioner Mitch Harris made a 
motion to adjourn the meeting which was seconded by Commissioner, Danny Downey 
and passed. 

Minutes submitted by Jennifer Carter 



RESOLUTION 

RESOLUTION OF THE ADAIR COUNTY WATER DISTRICT 
RATIFYING THE EXECUTION AND DELIVERY OF AN 
ASSISTANCE AGREEMENT DATED AS OF OCTOBER 1, 2007 
BETWEEN THE ADAIR COUNTY WATER DISTRICT AND THE 
KENTUCKY INFRASTRUCTURE AUTHORITY. 

WHEREAS, the Board of Commissioners (“Governing Authority”) of the Adair 
County Water District (“Governmental Agency”) has previously determined that it is in 
the public interest to acquire and construct certain facilities and improvements to the 
Governmental Agency’s Water System (the “Project”) and 

WHEREAS, the Governmental Agency has made application to the Kentucky 
Infrastructure Authority (the “Authority”) for the purpose of providing monies to acquire 
arid construct the Project; and 

WHEREAS, in order to obtain such monies,. the Governmental Agency is 
required to enter into an assistance agreement dated as of October 1,  2007 (the 
“Assistarice Agreement”) with the Authority; and 

NOW, THEREFORE, BE IT RESOLVED by the Board of Commissioners of the 
Adair County Water District, as follows: 

SECTION 1. That the Governing Authority hereby ratifies and approves the 
execution and delivery of the Assistance Agreement between the Governmental Agency 
and the Authority for the purpose of providing the necessary financing to the 
Governmental Agency for the acquisition and construction of the Project. 

SECTION 2. That the actions of the Chairman and Secretary of the 
Governmental Agency in executing the Assistance Agreement are hereby ratified and 
approved, and said officials are further authorized, directed and empowered to execute 
any additional necessary documents or agreements, and to otherwise act on behalf of the 
Governmental Agency to effect such financing. 

SECTION 3. That this resolution shall take effect at the earliest time provided by 
law. 

Attest: 



CERTIFICATE 

I, the undersigned, hereby certify that I am the duly qualified and acting Secretary 

of the Adair County Water District; that the foregoing is a filll, true and correct copy of a 

Resolution adopted by the governing authority of said District at a meeting duly held on 

//) - / /  c- , 2007; that said official action appears as a matter of public record in the 

official records or journal of the governing authority; that said meeting was held in 

accordance with all applicable requirements of Kentucky law, including KRS 61.810, 

61.815, 61.820 and 61.825; that a quorum was present at said meeting; that said official 

action has not been modified, amended, revoked or repealed and is now in fill1 force and 

effect. 

TESTIMONY WHEREOF, witness my signature this // day of 
,2007. 

Re:ording Officer 

38264 1 



LAW OFFICE 

MARSHAUF. UJY 
1 1 6  PUBLIC SQUARE 

COLUMBIA. KENTUCKY 42728- 1 49 1 

TELEPHONE 27C-384-2356 

FAX NO, 27C-384-4781 

October 9, 2007 

KENTUCKY INFRASTRUCTURE AUTHORITY 
1024 Capital Center Drive, Suite 340 
Frankfort, Kentucky 40601 

RE: Assistance Agreement by and between Kentucky 
Infrastructure Authority and Adair County Water District, 
dated as of October 1, 2007. 

Ladies and Gentlemen: 

The undersigned is an at.torney at law duly admitted to 
the practice of law in the Commonwealth of Kentucky, and is 
legal counsel to the Adair County Water District, 
hereinafter referred to as the "Governmental Agency". I am 
familiar with the organization and existence of the 
Governmental Agency and the laws of the Commonwealth 
applicable thereto. Additionally, I am familiar with the 
drinking water supply project (the "Project") with respect 
to which the Assistance Agreement by and between the 
Kentucky Infrastructure Authority ("Authority") and the 
Governmental Agency is being authorized, executed and 
delivered. 

I have reviewed the form of Assistance Agreement by 
and between the Authority and the Governmental Agency, the 
resolution or ordinance of the governing authority 
authorizing the execution and delivery of said Assistance 
Agreement. 

Based upon my review I am of the opinion that: 

1) The Governmental Agency is a duly organized and 
existing political subdivision or body politic of 
the Commonwealth of Kentuck.y validly existing 
under the Constitution and statutes of the 
Commonwealth of Kentucky. 
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The Assistance Agreement has been duly executed 
and delivered by the Governmental Agency and is a 
valid and binding obligation of the Governmental 
Agency enforceable in accordance with its terms, 
except to the extent that the enforceability 
thereof may be limited by equitable principles and 
by bankruptcy, reorganization, moratorium, 
insolvency or similar laws heretofore or hereafter 
enacted relating to or affecting the enforcement 
of creditors’ rights or remedies generally. 

The Governmental Agency has all necessary power 
and authority (i) to enter into, perform and 
consummate all transactions contemplated by the 
Assistance Agreement, and (ii) to execute and 
deliver the documents and instruments to be 
executed and delivered by it in connection with 
the construction of the Project. 

The Services Charges, as defined in the Assistance 
Agreement, are in full force and effect and have 
been duly and lawfully adopted by the Governmental 
Agency. 

The execution and delivery of the Assistance 
Agreement and the performance by the Governmental 
Agency of its obligations thereunder does not and 
will not conflict with, violate or constitute a 
default under any court or administrative order, 
decree or ruling, or any law, statute, ordinance 
or regulation, or any agreement, indenture, 
mortgage, lease, note or other obligation or 
instrument, binding upon the Governmental Agency, 
or any of its properties or assets. The 
Governmental Agency has obtained each and every 
authorization, consent, permit, approval or 
license of, or filing or registration with, any 
court or governmental department, commission, 
board, bureau, agency or instrumentality, or any 
specifically granted exemption from any of the 
foregoing, that is necessary to the valid 
execution, delivery or performance by the 
Governmental Agency of the Assistance Agreement 
and the imposition of the Service Charges. 

To the best of my knowledge after due inquiry 
there is no action, suit, proceedings or 
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investigation at law or in equity before any 
court, public board or body pending or threatened 
against, affection or questioning (i) the valid 
existence of the Governmental Agency, (ii) the 
right or title of the members and officers of the 
Governmental Agency to their respective positions, 
(iii) the authorization, execution, delivery or 
enforceability of the Assistance Agreement of the 
application of any monies or security therefore, 
(iv) the construct.ion of the Project, (v) the 
validity or enforceability of the Service Charges 
or (vi) that would have a material adverse impact 
on the ability of the Governmental Agency to 
perform its obligations under the Assistance 
Agreement. 

7) None of the proceedings or authority heretofore 
had or taken by the Governmental Agency for the 
authorization, execution or delivery of the 
Assistance Agreement has or have been repealed, 
rescinded, or revoked. 

8) To the best of my knowledge, the Governmental 
Agency has fully complied with all federal and 
state labor and procurement laws in connection 
with the construction of the Project. 

9) All proceedings and actions of the Governmental 
Agency with respect to which the Assistance 
Agreement isto be delivered were had or taken at 
meetings properly convened and held in substantial 
compliance with the applicable provisions of 
Sections 61.805 to 61.850 of the Kentucky Revised 
Statutes. 

Respectfully, 

W Attorney-at-Law 

MFL : mw 
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